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SUBJECT: OPIC INSURANCE - EAGLE LOCK AND BANK OF BOSTON 

RE: MONTEVIDEO 1991 

1. EAGLE LOCK - COMPANY'S ATTORNEYS HAVE BEEN CLEARLY 
ADVISED THAT REGISTRATION OF INVESTMENT BY OPIC SIMPLY 
PRESERVES A COMPANY'S RIGHT TO NEGOTIATE AN INSURANCE 
CONTRACT WITH OPIC AFTER AN INVESTMENT HAS BEEN MADE OR 
COMMITTED, BUT INVOLVES NO COMMITMENT ON THE PART OF OPIC 
TO ISSUE INSURANCE AND NO APPROVAL BY OPIC OR ANY OTHER 
USG ENTITY OF THE INVESTOR, THE PROJECT OR THE INVESTMENT. 
REGISTRATIONS ARE ISSUED ON THE BASIS OF BRIEF AND VERY 
PRELIMINARY INFORMATION FROM INVESTOR. EMBASSY SHOULD 
FEEL FREE TO SO ADVISE GOU. 

2. FIRST NATIONAL BANK OF BOSTON - DURING THE PAST FEW 
WEEKS, OPIC AND FIRST NATIONAL BANK OF BOSTON ("BANK") 

HAVE BEEN DISCUSSING A NUMBER OF DIFFERENT METHODS FOR 
STRUCTURING THE BANKS INVESTMENT IN URUGUAY SO AS TO 
UNCLASSIFIED 
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SATISFY THE REQUIREMENTS OF THE BANK, THE GOU, U.S. 

BANKING AUTHORITIES, AND OPIC. TENTATIVE PLAN IS THAT THE 
BANK WILL INVEST 1.5 MILLION DOLLARS IN THE EQUITY OF A 
URUGUAYAN SUBSIDIARY AND WILL SERVE AS THE LEAD BANK IN A 
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FIVE YEAR 20 MILLION DOLLAR CONSORTIUM LOAN TO THE SAME 
SUBSIDIARY. THE CONSORTIUM MAY BE COMPRISED EITHER 
TOTALLY OF AMERICAN BANKS OR PARTIALLY OF AMERICAN AND 
PARTIALLY OF FOREIGN BANKS (PRINCIPALLY THE ROYAL BANK OF 
CANADA). THE BANK'S URUGUAYAN SUBSIDIARY WILL THEN LOAN 
20 MILLION DOLLARS TO THE GOVERNMENT IN TWO 10 MILLION 
DOLLAR SEGMENTS. THE FIRST 10 MILLION DOLLAR SEGMENT WILL 
BE A 5 YEAR TERM LOAN WITH A 3 YEAR GRACE PERIOD AND 
SEMI-ANNUAL PAYMENTS UNTIL THE END OF THE FIFTH YEAR WHEN 
THE REMAINING WILL BE REPAID IN A LUMP SUM TO THE BANK'S 
URUGUAYAN SUBSIDIARY. THE SECOND 10 MILLION DOLLAR SEGMENT 
WILL BE PLACED WITH THE GOU ON A DEMAND BASIS, AND WILL BE 
WITHDRAWN FROM THE GOU BY THE SUBSIDIARY AS IT IS ABLE TO 
PLACE THESE FUNDS IN PRIVATE SECTOR BANKING ACTIVITIES, 

WHICH IT WILL SEEK OUT ON A BEST EFFORTS' BASIS. 

3. THE BANK IS SEEKING CONVERTIBILITY AND EXPROPRIATION 
COVERAGE ON ITS EQUITY CONTRIBUTION BUT ONLY CONVERTIBILI- 
TY COVERAGE FOR THE CONSORTIUM LOAN. HOWEVER, IF THE PRI 
VATE SECTOR BUSINESS DEVELOPS AS THE BANK EXPECTS, THAT 
PORTION OF THE CONSORTIUM LOAN WHICH IS PLACED IN THE 
PRIVATE SECTOR (UP TO 10 MILLION DOLLARS) WILL BE PAID OFF 
BY THE BANK (BOSTON OFFICE) IN THE U.S. SO AS TO INCREASE 

THE BANK'S OWN INVESTMENT IN ITS SUBSIDIARY AND BANK WILL 
WISH BOTH CONVERTIBILITY AND EXPROPRIATION ON THIS COVER- 
AGE, SINCE THIS INCREASED INVESTMENT WOULD REMAIN IN 
THE SUBSIDIARY LONGER THAN THE 5 YEAR TERM CONTEMPLATED 
FOR THE CONSORTIUM LOAN. OPIC IS INTERESTED IN INSURING 
BOTH THE BANK'S 1.5 MILLION DOLLAR EQUITY CONTRIBUTION 
TO ITS URUGUYAN SUBSIDIARY AND THE AMERICAN PORTION OF THE 
CONSORTIUM LOAN TO THE SUBSIDIARY. OPIC WILL NOT REPEAT 
NOT INSURE THE LOANS BY THE SUBSIDIARY TO EITHER THE GOU 
OR THE PRIVATE SECTOR. 

4. SINCE OPIC PREVIOUSLY UNDERSTOOD THAT THE BANK WOULD 
NEED SOME SORT OF PROTECTION AS OF JUNE 30, IT WAS 
UNCLASSIFIED 
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CONSIDERING OBTAINING AN AD HOC APPROVAL BY THE GOU PRIOR 
TO SIGNING A FORMAL BILATERAL AGREEMENT FOR THE INSTITU- 
TION OF THE OPIC PROGRAMS. BEFORE RAISING THIS POSSIBILI- 
TY WITH THE DEPARTMENT, OPIC WAS ADVISED THAT THE BANK 
WILL NOT NEED ITS INSURANCE CONTRACT UNTIL MID SEPTEMBER, 
ACCORDING TO THE LETTER OF INTENT WHICH IT HAS DRAFTED FOR 
JUNE 30 DELIVERY TO THE GOU. CONSEQUENTLY, THE "AD HOC" 

ROUTE IS NOT BEING GIVEN FURTHER CONSIDERATION. RATHER 
WE HOPE THAT THE BANK'S DEADLINE WILL PROVIDE AN INCENTIVE 
FOR THE GOU TO SIGN AN AGREEMENT WITH US PRIOR TO THAT 
DATE. 

AS IS OPIC’S USUAL PROCEDURE, NO INSURANCE CONTRACT WILL 
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BE ISSUED UNLESS GOU GIVES ITS PRIOR WRITTEN CONSENT 
FOR ISSUANCE OF COVERAGE FOR THE BANK’S EQUITY INVEST- 
MENT IN AND THE CONSORTIUM LOAN TO THE BANK'S 
SUBSIDIARY. 

KISSINGER 

UNCLASSIFIED 


« END OF DOCUMENT » 
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